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SUMMARY. MESSAGE REPORTS VIEWS OF CERTAIN MILITARY 
BUDGET COMMITTEE (MBC) MEMBERS REGARDING US INCLUSION 
OF INTEREST AND DEPRECIATION AS ELEMENTS OF COST IN MILI- 
TARY AIRLIFT COMMAND (MAC) BILLING FOR US AIRLIFT SUPPORT 
TO ACE MOBILE FORCES (AMF) EXERCISE ATLAS EXPRESS, 1976. 
SHAPE PAID BILL LESS INTEREST AND DEPRECIATION. COMMITTEE 
AGREED WITH ACTION OF SHAPE. PURPOSE OF THIS MESSAGE IS 
TO INFORM WASHINGTON OF COMMITTEE VIEW. END SUMMARY. 

1 . THE MILITARY BUDGET COMMITTEE (MBC) RETURNED TO THE 
ISSUE CONCERNING THE INCLUSION OF INTEREST AND DEPRECIA- 
TION IN US CHARTER RATES FOR AIRLIFT SERVICES PERFORMED 
ON BEHALF OF CERTAIN NATO EXERCISE PARTICIPANTS. REF A 
RECALLED THE MBC'S POLICY, I.E., THE REJECTION OF THE 
INCLUSION OF INTEREST AND DEPRECIATION IN AMF AIR I, TFT 
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CHARTER RATES AND ADVISED THAT AMF EXERCISE ATLAS EXPRESS 
1976 US AIRLIFT BILLING WAS ON MBC AGENDA. 

2. DURING THE MEETING, IT WAS LEARNED SHAPE HAD PAID 
THE US AIRLIFT BILL LESS THE PORTION RELATING TO INTEREST 
AND DEPRECIATION IN CONFORMANCE WITH MBC POLICY. THE 
MAJORITY OF THE COMMITTEE AGREED WITH SHAPE'S ACTION. 
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3. THE US REPRESENTATIVE REPEATED HIS EXPLANATION (SEE 
REF A). THE COMMITTEE CHAIRMAN (BATUK), NOTING THE VIEWS 
OF THE GERMAN, UK, AND BELGIAN REPS (GERTZ, ASH, AND 

COL VAN DEN BRANDEN, RESPECTIVELY), SUMMARIZED THE 
COMMITTEE S VIEWS AS BEING A VOTE FOR CONTINUANCE OF ITS 
POLICY REGARDING AIRLIFT RATES, I.E., THE EXCLUSION OF 
INTEREST AND DEPRECIATION COST ELEMENTS FROM AMF 
EXERCISE AIRLIFT BILLINGS, AND INVITED THE US REP TO 
ADVISE HIS AUTHORITIES ACCORDINGLY. 

4. THE US REP WAS APPROACHED (FOLLOWING THE MEETING) 

BY BOTH THE UK AND GERMAN REPS URGING HIM TO SEEK THE 
AMENDING OF US CHARTER RATES TO REFLECT MBC POLICY. THEY 
WARNED THAT FAILURE TO DELETE INTEREST AND DEPRECIATION 
AS AN ELEMENT OF AMF EXERCISE AIRLIFT RATES WOULD LEAD 
TO INCLUDING THESE COST ELEMENTS IN THEIR GOVERNMENTS' 
TARIFF RATES, WITH THE RESULTANT INCREASE IN NATO EXER- 
CISE COSTS IN FUTURE YEARS. SINCE THE AIRLIFT BILLS WERE 
PAID BY NATO FROM THE O&M, COMMON FUNDED BUDGET, THEY 
FOUND IT DIFFICULT TO UNDERSTAND THE US REASONING BEHIND 
AN INSISTENCE THAT INTEREST AND DEPRECIATION COST ELEMENTS 
SHOULD BE INCLUDED IN BILLINGS TO ALLIANCE MEMBERS. THEY 
APPRECIATED THAT DOD COSTING DIRECTIVES AND CURRENT MAC 
AIRLIFT RATES WERE IN RESPONSE TO CONGRESSIONAL DEMANDS 
FOR "FULL COST RECOVERY". THEY COULD AGREE WITH THE 
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PRINCIPLE AND MOTIVATION FOR "FULL COST RECOVERY" BUT 
QUESTION THE COST ACCOUNTING VALIDITY OF ITS APPLICATION 
TO NATO ALLIANCE MEMBERS, SINCE IT ONLY SERVED TO INCREASE 
THE COMMON-FUNDED COST OF NATO EXERCISES WHICH, IN TURN, 
INCREASED THE US CONTRIBUTION TO THE MILITARY BUDGET. 

5. WE APPRECIATE WASHINGTON EFFORTS TO GAIN APPROVAL 
OF A LOWER USG RATE FOR AIRLIFT IN SUPPORT OF NATO EXER- 
CISES (REF B) AND URGE THAT EFFORTS CONTINUE. STREATOR 


LIMITED OFFICIAL USE 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 -Jan-1 994 12:00:00 am 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: n/a 

Control Number: n/a 

Copy: SINGLE 

Sent Date: 23-Jun-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977NATO05874 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: n/a 
Format: TEL 
From: NATO 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19770624/aaaaauid.tel 

Line Count: 103 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE 

Message ID: 4be9ce77-c288-dd1 1-92da-001cc4696bcc 
Office: ACTION EUR 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 

Previous Classification: LIMITED OFFICIAL USE 

Previous Handling Restrictions: n/a 

Reference: 77 USNATO 4883, 071 536Z JUNE 77, 77 STATE 132597, 082202Z JUNE 77, SUMMARY. MESSAGE REPORTS VIEWS OF C, 
BUDGET COMMITTEE (MBC) MEMBERS REGAR 

Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 07-Apr-2005 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2049339 
Secure: OPEN 
Status: NATIVE 

Subject: ACE MOBILE FORCES (AFM) EXERCISE ATLAS EXPRESS, 1976 - AIRLIFT CHARTER RATES FOR US AIRCRAFT 
TAGS: MARR, NATO 

To: SECSTATE WASHDC WASHDC MULTIPLE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/4be9ce77-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



